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As  Chair  of  the  Federal  Ontario  Liberal  Caucus  Task  Force  on  Access  to  Capital  by  Small 
Business,  I  am  pleased  to  present  our  report.  My  fellow  task  force  members  and  /  believe  that  our 
travels  throughout  Ontario  have  enabled  us  to  identify  a  number  of  significant  concerns  and 
challenges  facing  the  small  business  community. 

Our  report  makes  18  specific  recommendations  on  how  capital  can  be  made  more  accessible  to  the 
small  business  sector.  It  is  our  belief  that  these  recommendations,  in  conjunction  with  various 
other  initiatives,  and  in  particular  those  of  the  all-party  Industry  Committee  of  the  House,  will 
form  the  basis  upon  which  the  government  can  make  meaningful  changes,  both  in  legislation  and 
regulations. 

I  would  like  to  take  this  opportunity  to  thank  everyone  who  took  the  time  to  provide  both  written 
and  oral  submissions  to  the  task  force.  Over  160  submissions  have  provided  a  vast  body  of  opinion 
from  which  we  believe  meaningful  and  actionable  recommendations  have  been  developed. 

In  addition,  I  would  like  to  thank  the  members  of  the  task  force  for  their  hard  work  and  dedication 
during  the  three  months  of  hearings.  I  would  also  like  to  thank  those  members  of  the  Ontario 
Caucus  who  participated  as  guest  panellists  as  we  moved  across  the  province. 

Special  thanks  to  the  staff  of  the  Liberal  Caucus  Research  Bureau  for  their  work  in  assembling 
our  report.  Also,  a  special  word  of  thanks  to  Nicolle  Rapsch  of  my  office  who  spent  countless 
hours  organizing  the  various  task  force  meetings  across  the  province  and  in  providing  other 
assistance. 


I  believe  this  report  is  a  valuable  contribution  to  the  process  being  undertaken  to  ensure  that  the 
small  business  sector  has  better  access  to  capital. 


My  colleagues  and  I  look  forward  to  discussing  the  issues  raised  herein  and  to  participating  in  the 
debate  surrounding  the  government’s  role  in  access  to  capital. 


Yours  very  truly. 


Andy  Mitchell,  M.P. 

Parry  Sound-Muskoka 

Chair,  Access  to  Capital  by  Small  Business  Task  Force 
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Terms  and  Definitions 


“Angel”  -  individual  or  informal  group  with  money  to  invest  in  a  small  or  medium-sized 
business. 

Business  Development  Centres  (BDCs)  -  established  under  the  Community  Futures 
Program,  Human  Resources  Canada  to  create  employment  in  rural  areas.  BDCs  are 
non-profit  corporations  eligible  for  base  investment  portfolios  of  $1.55  million,  and  they 
make  loans,  loan  guarantees,  or  equity  investments  up  to  $75,000. 

Debt  financing  -  financing  made  available  to  a  firm  with  the  obligation  that  it  must  be 
paid  back  usually  with  interest. 

Equity  Financing  -  financing  provided  to  a  business  on  the  basis  of  taking  ownership  in 
the  firm,  usually  in  the  form  of  stocks  or  shares. 

Federal  Business  Development  Bank  (FBDB)  -  established  by  the  federal 
government  in  1974,  the  FBDB  provides  loans  to  firms  on  a  cost-recovery  basis.  In 
addition,  the  FBDB  operates  a  Venture  Capital  Loan  program  that  combines  the 
features  of  the  traditional  term  loan  with  equity  capital. 

Micro-enterprise  -  firms  with  three  or  fewer  employees  and  annual  sales  of  less  than 

$200,  000. 

Small  Business  -  firms  with  less  than  50  employees  and  annual  sales  of  less  than 
$2  million. 

Small  Business  Loans  Act  (SBLA)  -  The  SBLA  came  into  effect  in  1961  and  provides 
financing  for  both  new  and  existing  businesses  with  annual  revenues  of  less  than  $5 
million.  The  amount  of  financing  available  is  up  to  $250,000. 

Venture  Capital  -  money  made  available  for  investment  in  innovative  enterprises  or 
research  and  development,  in  which  both  the  risk  for  loss  and  the  potential  for  profit  is 
high.  Venture  capitalists  are  looking  for  a  high  rate  of  returns  and  some  degree  of 
equity  ownership  in  the  business  investment. 
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Executive  Summary 

Capital  availability  is  crucial  to  the  small-business  sector.  It  allows  for  the  kinds  of 
investments  that  contribute  to  economic  growth  and  job  creation.  In  particular,  small 
businesses  are  able  to  maintain  and  expand  their  operations  and  that  is  integral  to 
national  economic  growth  and  high  standards  of  living. 

In  March  1994,  the  Ontario  Federal  Liberal  Caucus  Task  Force  on  Access  to 
Capital  by  Small  Business  was  convened  to  examine  the  capital  needs  of  small 
businesses  in  a  rapidly  changing  economy.  The  Task  Force  was  concerned  that  lack  of 
access  to  capital  is  a  major  barrier  inhibiting  entrepreneurs  from  undertaking  new 
business  start-ups  and  expansions,  and  threatens  the  survival  of  many  existing 
businesses. 

The  Task  Force  conducted  research  and  held  hearings  in  16  communities  across 
Ontario.  Over  180  witnesses  testified  before  the  Task  Force  and  153  written  briefs  were 
received.  The  Task  Force  heard  testimony  from  small-business  entrepreneurs,  financial 
institutions,  equity  lenders,  government  lenders,  and  small-business  representatives, 
such  as  Chambers  of  Commerce. 

Throughout  the  hearings,  the  small-business  sector  voiced  a  high  level  of 
frustration  with  the  banking  community.  Concern  was  expressed  by  many  small- 
business  entrepreneurs  that  banks  are  still  tightening  credit  to  them  and  virtually 
abandoning  certain  sectors  of  the  economy.  Many  small-business  owners  also 
expressed  concern  that  banks  were  creating  regional  disparities  in  lending  practices;  no 
longer  lending  on  the  character  of  the  business  person;  and  often  not  understanding 
the  small-business  community,  due  to  the  frequent  turnover  rate  of  account  managers. 

Members  of  the  banking  community  testified  that  small-business  entrepreneurs 
often  do  not  understand  the  role  that  banks  play  in  financing  small  business.  Banks  are 
a  low-risk  provider  of  debt  capital  and  do  not  provide  a  wide  range  of  capital  options, 
including  high-risk  debt  capital  and  equity  capital.  In  addition,  a  number  of  financial 
institutions  indicated  that  the  management  skills  in  many  small  businesses  are  weak. 

Equity  lenders  confirmed  there  is  a  limited  market  for  equity  placements  under 
$1  million.  Many  small  businesses  are  generally  not  willing  to  give  up  control  of  their 
business  and  the  price  of  equity  is  often  prohibitive.  Equity  lenders  also  contended  that 
many  small  businesses  seeking  equity  capital  often  display  poor  management  skills  and 
inadequate  business  plans. 

A  number  of  critical  “gaps”  in  capital  markets  with  respect  to  small-business 
requirements  were  identified  during  the  hearings; 

•  there  is  a  lack  of  working  capital  for  small  business; 
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•  there  is  a  lack  of  capital  for  small  knowledge-based  firms;  and 

•  there  is  a  lack  of  capital  for  micro-enterprises. 

Government  lending  sources  such  as  the  Federal  Business  Development  Bank 
(FBDB)  and  the  Business  Development  Centres  (BDCs)  have  partially  filled  the  capital 
“gaps”  identified  by  small  business.  Fiowever,  it  became  clear  throughout  the  hearings 
that  if  the  FBDB  and  the  BDCs  are  to  adequately  meet  the  needs  of  small  business, 
their  mandates  must  be  expanded. 

Small-business  representatives  provided  testimony  reinforcing  the  concerns 
voiced  by  small-business  owners.  Local  Chambers  of  Commerce  and  Economic 
Development  Corporations  told  the  Task  Force  that  they  could  play  a  constructive  role 
in  building  small  local  business  networks  to  disseminate  information  on  sources  of 
capital  for  small  business  and  could  help  improve  the  knowledge,  principles,  and 
practices  for  small-business  owners. 

The  Task  Force  came  to  the  conclusion  that  there  is  no  one  solution  to  providing 
adequate  capital  to  small  business.  Better  and  more  innovative  financing  requires  a 
new  partnership  between  small  business,  financial  institutions,  governments,  and  small- 
business  representatives.  The  following  are  recommendations  to  provide  the  basis  for 
this  new  partnership. 


Private  Lending  institutions 

It  is  recommended  that: 

•  a  code  of  conduct  be  developed  to  clarify  the  role  of  banks  in  small  business 
lending; 

•  the  position  of  Ombudsman  be  set  up  within  the  Office  of  the  Superintendent 
of  Financial  Institutions  (OSFI)  to  oversee  the  code  of  conduct; 

•  the  banks  communicate  their  role  in  small  business  financing  more 
effectively; 

•  account  managers  be  better  versed  in  alternative  sources  of  capital  for  small 
business; 

•  all  banks  continue  to  address  the  problem  of  account  manager  turnover; 

•  a  greater  degree  of  competition  exist  among  financial  institutions;  and 

•  the  banks  play  a  larger  role  in  the  financing  of  knowledge-based  companies 
with  particular  attention  to  the  areas  of  financing  research  and  development, 
and  innovative  approaches  to  collateral  requirements. 
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Improving  Equity  Capital  for  Small  Business 

It  is  recommended  that: 

•  infrastructure  be  created  to  encourage  community  investment  pools  and  a 
registry  of  both  entrepreneurs  and  venture  capitalists  at  the  local  level; 

•  small  business  owners  be  allowed  to  borrow  up  to  20  percent  from  their 
Registered  Retirement  Savings  Plan  (RRSP)  as  an  equity  injection  or  to 
cover  business  losses; 

•  profits  be  taxed  only  when  removed  from  small  business;  and 

•  the  federal  government  quickly  implement  its  campaign  promise  to  establish 
a  Canada  Investment  Fund. 


Government 

It  is  recommended  that: 

•  additional  changes  to  the  Small  Business  Loans  Act  (SBLA)  be  made, 
including  expanding  the  program  to  include  working  capital; 

•  the  Business  Development  Centres  (BDCs)  be  given  additional  capital  and 
expanded  into  urban  areas; 

•  Canadians,  through  tax  incentives,  be  encouraged  to  invest  in  small 
businesses; 

•  the  mandate  of  the  Federal  Business  Development  Bank  be  expanded  to 
allow  it  to  play  a  greater  role  in  the  financing  of  small  business;  and 

•  a  federal-provincial  working  group  examine  incentive  programs  to  small 
business  to  eliminate  overlap  and  duplication  and  ensure  government 
programs  are  adequately  meeting  the  needs  of  small  businesses. 


Community  Initiatives 

It  is  recommended  that: 

•  networks  between  small  business  entrepreneurs,  private  sector  lenders,  and 
government  lenders  be  established  and  maintained  at  the  community  level; 
and 

•  communities  develop  strategies  to  improve  the  business  skills  of  small- 
business  entrepreneurs. 
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1.  Introduction 


Over  the  past  decade  there  has  been  an  uneasy  relationship  between  Canada’s 
financial  institutions,  particularly  chartered  banks,  and  the  small-business  sector. 
Individual  business  people  and  their  associations  have  argued  that  the  banks  are  driven 
by  short-term  considerations  and  use  formula-based,  inflexible  risk  assessment  models 
to  determine  lines  of  credit.  Consequently,  many  business  people  have  expressed  a 
feeling  that  the  banks  are  not  willing  to  work  with  them  in  a  cooperative  and  helpful  way. 


Banks  contend  that  the  small-business  sector  is  a  key  customer  in  a  very 
competitive  market.  They  argue,  however,  that  there  is  some  misunderstanding  of  the 
banks’  role  in  financial  markets,  pointing  to  the  fact  that  they  are  low-risk  lenders  with 
responsibilities  to  depositors  and  shareholders,  and  must  assess  the  risks  involved  in  a 
business  to  ensure  that  loans  can  be  serviced  and  ultimately  repaid.  They  also  contend 
that  there  is  some  confusion  around  the  precise  total  of  bank  lending  to  the  small- 
business  sector. 


The  growth  of  small  business  is  essential  to  Canada’s  economic  well-being.  As 
noted  by  Al  Morgan,  Professor  of  Business  Policy  at  the  University  of  Windsor,  “...small 
business  has  the  potential  to  offset  the  economic  declines  we’re  currently  experiencino 
while  helping  to  prepare  us  for  the  economic  environment  of  the  next  century.” 
Consider  these  facts; 


•  The  small-business  sector  is  the  fastest  growing  segment  of  the  Canadian 
economy.  At  a  time  when  the  corporate  and  public  sector  have  been 
downsizing,  the  small-business  sector  has  been  growing — with  a  net  gain 
during  the  recession  of  about  10  percent  or  73,000  new  businesses  between 
1989  and  1992.^ 

•  Eight  out  of  every  ten  new  jobs  are  being  created  by  small  business. 

•  The  small-business  sector  already  employs  over  4.2  million  Canadians  or  37 
percent  of  the  labour  force.  If  just  10  percent  of  the  930,000  small  and 
medium-sized  businesses  hired  one  more  person,  over  90,000  jobs  would  be 
created. 

•  Small  firms  are  leading  the  transition  from  the  “old  economy”  to  the  “new 
economy”  in  areas  such  as  biotechnology,  computers,  and  information 
technology.  For  example,  Delrina  Corp.,  a  fax  and  forms  software  developer 


Al  Morgan,  “Small  Business:  Canada’s  Strategic  Sector  for  the  1990s’’,  Canadian  Business 
Review.  Spring  1994,  p.  13. 

^  Joanne  De  Laurentiis,  “Beyond  the  Bounds  of  Traditional  Lending,  Canadian  Business  Review. 
Spring  1994,  p,  19. 
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in  Toronto,  has  expanded  its  work  force  from  12  employees  in  1989  to  425  in 
1993. 

•  Many  small  businesses  are  finding  niche  markets  and  are  making  inroads  in 
global  markets.  For  example,  Mosaid  Technologies  Inc.,  based  in  Carp, 
Ontario,  began  as  a  two-person  operation,  and  is  now  taking  on  the  world  as 
a  leading  designer  of  silicone  chips  for  foreign  manufacturers.  Sales  in  1992- 
93  totalled  $10.3  million. 

Small  businesses  are,  however,  currently  facing  a  number  of  impediments  that 
are  inhibiting  their  ability  to  generate  wealth  and  create  jobs — high  taxes,  a  proliferation 
of  regulations  and  paperwork,  the  inability  to  find  skilled  management,  and  labour  and 
government  programs  that  are  inefficient  and  ineffective.^ 

Lack  of  access  to  capital  has  also  been  identified  as  a  major  barrier  inhibiting 
entrepreneurs  from  undertaking  new  business  start-ups  and  expansions,  threatening 
the  survival  of  many  existing  businesses.  There  is  growing  concern  that  with  a  fragile 
recovery  underway,  banks  are  still  tightening  credit  to  small  businesses,  virtually 
abandoning  certain  sectors  of  the  economy,  and  creating  regional  disparities  in  lending 
practices. 

In  1993,  a  survey  by  Arthur  Anderson  of  8,500  small  businesses  across  Canada 
found  that  securing  financing  was  one  of  the  most  important  issues  currently  faced  by 
entrepreneurs.  One-third  of  the  respondents  found  it  more  difficult  to  obtain  financing 
than  a  year  earlier  (up  17  percent  from  a  similar  1988  survey).*^ 

In  a  recent  survey  of  11,000  small  and  medium-sized  businesses,  the  Canadian 
Federation  of  Independent  Business  (CFIB)  found  that  13.8  percent  of  respondents’ 
loan  applications  were  refused  outright,  compared  with  8.1  percent  in  1990  and  9.8 
percent  in  1988.  According  to  the  CFIB  this  translates  into  127,000  businesses  across 
Canada,  up  by  53,000  from  1990.  Newfoundland  showed  the  highest  percentage  of 
loan  rejections  (17.8  percent),  followed  by  Ontario  at  16.5  percent.  The  survey  also 
found  the  smaller  the  company,  the  greater  the  possibility  of  being  turned  down  for  a 
loan.  Firms  with  fewer  than  5  employees  had  a  refusal  rate  of  17.1  percent,  compared 
with  7.6  percent  for  companies  with  more  than  50  employees.  The  size  of  the  loan  was 
also  a  factor — loans  under  $30,000  had  a  refusal  rate  of  just  under  20  percent,  while 
loans  over  $50,000  had  a  rejection  rate  of  6.9  percent.^ 


^  Canadian  Chamber  of  Commerce,  Breaking  Down  the  Barriers:  Final  Report  on  the  “Aim  for  a 
Million  Project”.  June  22,  1994.  See  also  Canadian  Federation  of  Independent  Business,  The 
Small  Business  Agenda  For  Small  Business.  February  4,  1994. 

^  Arthur  Anderson  Enterprise  Group,  “Survey  Highlights:  Entrepreneurs  Call  It  As  They  See  It”,  The 
Entrepreneur.  Arthur  Anderson  and  Co.,  September  1993. 

^  Canadian  Federation  of  Independent  Business,  Small  Business:  Banking  on  Job  Creation.  Result 
of  1994  CFIB  survey  on  banking  issues,  July  1994. 
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Creating  Opportunity:  A  Liberal  Plan  for  Canada  states,  “A  major  problem  facing 
small  and  medium-sized  business  is  that  they  cannot  find  capital,  or  the  capital  they  can 
find  is  too  expensive.  Three  capital  availability  problems  must  be  dealt  with.  The  first  is 
the  maintenance  of  existing  lines  of  credit.  The  second  is  the  inability  of  the  small 
business  to  get  the  necessary  funding  to  invest  in  new  equipment,  expansion,  and 
renovation.  The  third  is  the  shortage  of  venture  capital  to  fund  innovation— whether 
innovation  originates  from  small  business,  large  business,  or  a  business  start-up.”® 

In  a  recent  study  by  Statistics  Canada,  profiling  some  1,500  growing  small  and 
medium-sized  enterprises  in  Canada  that  demonstrated  significant  growth  in 
employment,  assets,  and  sales  between  1984-1988,  access  to  capital  was  an  important 
factor  that  contributed  to  their  growth.^ 

Table  1 

Factors  Contributing  to  the  Growth  of  Small  and  Medium-Sized  Enterprises 
(On  a  Scale  from  zero,  for  non  applicable,  to  five  for  crucial) 


Management  skills 

3.34 

Access  to  markets 

2.75 

Ability  to  adopt  technology 

2.51 

Skilled  labour 

2.93 

Access  to  capital 

2.66 

R&D  innovation  capability 

1.44 

Marketing  capability 

2.87 

Cost  of  capital 

2.65 

Government  assistance 

1.37 

It  is  vital  to  Canada’s  economic  prospects  that  our  lending  institutions,  the  small 
and  medium-sized  business  community,  and  governments  work  together  in  a 
constructive  way  to  improve  access  to  financing.  There  must  be  an  ongoing  dialogue 
between  the  various  key  players  involved  in  financing. 

The  Ontario  Federal  Liberal  Caucus  Task  Force  on  Access  to  Capital  by  Small 
Business  was  convened  to  foster  such  a  dialogue  in  communities  across  Ontario.  The 
specific  mandate  of  the  Task  Force  was  to  identify  the  reasons  why  small  businesses 
are  having  difficulty  obtaining  capital  and  to  recommend  actions,  legislative  or 
otherwise,  which  should  be  undertaken  to  ameliorate  the  situation. 

During  the  period  March  25  to  June  17,  1994,  the  Task  Force  (See  Appendix  A) 
travelled  to  16  communities  in  Ontario  (see  Appendix  B)  and  heard  testimony  from  over 
180  witnesses  and  received  153  written  briefs.  The  Task  Force  heard  testimony  from 
financial  institutions,  government  agencies,  and  small  businesses  as  well  as  from 
business  representative  groups  such  as  the  Chamber  of  Commerce.  All  testimony  and 
submissions  were  studied  closely,  and  even  where  not  singled  out  for  special  comment, 
helped  form  the  basis  of  the  recommendations  contained  in  this  report. 


®  Liberal  Party  of  Canada,  Creating  Opportunity:  A  Liberal  Plan  for  Canada.  September  1993. 

^  Statistics  Canada,  Strategies  for  Success:  A  Profile  of  Growing  Small  and  Medium-sized 
Enterprises  in  Canada.  February  1994,  61-523E. 
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The  report  attempts  to  identify  problems  and  solutions  along  the  following  lines: 

•  small  businesses 

•  private  lending  institutions 

•  equity  lenders 

•  government  lenders 

•  small-business  representatives. 

The  recommendations  contained  in  this  report  will  be  presented  to  the  National 
Liberal  Caucus;  the  Minister  of  Finance,  the  Honourable  Paul  Martin;  and  the  Industry 
Minister,  the  Honourable  John  Manley. 

It  is  important  to  note  that  the  Finance  Minister  and  Industry  Minister  tabled  with 
the  February  Budget  a  discussion  paper  titled.  Growing  Small  Business.^  In  addition, 
two  working  committees  have  been  formed  to  evaluate  and  propose  actions  to  deal  with 
the  challenges  facing  Canada’s  small-business  community.  The  Working  Committee  on 
Business  Environment  Issues  and  the  Working  Committee  on  Growth  Issues  bring 
together  small-business  people,  industry  associations  and  other  interested  parties  to 
develop  practical,  action-oriented  recommendations  on  a  range  of  business, 
environment,  and  growth  issues  such  as  paper  and  regulatory  burden,  management 
training,  innovation,  financing  international  trade,  and  capital  flows. 

Working  with  the  key  players,  the  Liberal  government  is  determined  to  improve 
the  environment  for  small  business,  and  reshape  policies  and  programs  to  successfully 
meet  the  challenges  of  the  new  global  economy. 

2.  Defining  Small  Business 

There  is  no  standard  definition  of  small  businesses  in  Canada.  For  tax  and  other 
purposes,  small  businesses  can  be  defined  as  having  less  than  50  employees,  or  less 
than  100  employees;  less  than  $2  million,  or  less  than  $5  million  of  revenues;  less  than 
$5  million  worth  of  assets;  or  according  to  financing  requirements,  less  than  $1  million 
worth  of  loans. 

For  the  purpose  of  this  report,  small  businesses  are  defined  as  those  with  fewer 
than  50  employees  (in  the  service  sector)  or  fewer  than  100  employees  (in  the 
manufacturing  sector). 

This  definition  includes  a  wide  range  of  situations — start-ups,  transitional  firms  or 
employees,  stable  firms,  and  firms  in  both  traditional  and  knowledge-based  sectors. 
Each  has  different  contributions  to  the  economy  and  different  financing  needs. 


®  Government  of  Canada,  Growing  Small  Businesses.  February  1 994. 
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Approximately  99  percent  of  businesses  in  Canada  are  considered  to  be  small 
(fewer  than  100  employees)  and  are  primarily  Canadian-owned  (see  Table  2).  Small 
and  medium-sized  businesses  are  found  in  all  sectors  of  the  economy — manufacturing, 
services,  retail,  high  technology,  low  technology,  fishing,  and  farming. 

However,  small  businesses  are  generally  more  prominent  in  service  industries 
such  as  real  estate  and  insurance  (69  percent);  accommodation,  food,  and  beverage 
(63  percent):  retail  trade  (55  percent);  and  business  services  (57  percent).  In  more 
capital-intensive  sectors,  small  businesses  account  for  only  33  percent  of 
manufacturing,  21  percent  of  mining,  and  16  percent  of  communications  and  utilities. 

Small  and  medium-sized  businesses  employ  about  37  percent  of  the  labour  force 
and  account  for  roughly  40  percent  of  our  gross  domestic  product.  In  addition,  small 
business  contributes  about  47  percent  of  service  sector  exports,  compared  to  1  percent 
of  Canada’s  total  direct  manufacturing  exports. 


Table  2 

Number  of  Businesses  in  Canada 


1981 

1991 

Change 

Number 

% 

Number 

% 

% 

Self-employed 

Employer  businesses 

678,000 

49.3 

1,146,000 

55.4 

69.0 

<  5  (employees) 

522,358 

38.0 

678,447 

29.9 

29.9 

5-19 

125,928 

9.2 

174,966 

8.5 

38.5 

20-49 

30,024 

2.2 

43,588 

2.1 

45.2 

50-99 

10,049 

0.7 

13.897 

0.7 

38.3 

100-499 

7,753 

0.6 

9,334 

0.4 

20.5 

500+ 

2,030 

0.1 

2,020 

0.1 

-0.5 

Subtotal 

698,142 

50.7 

922,252 

44.6 

32.1 

All  businesses* 

1,376,142 

100.0 

2,068,253 

100.0 

50.3 

‘Individual  items  may  not  sum  to  total  because  of  rounding 
Source;  Industry  Canada/Statistics  Canada 

Small  businesses  also  tend  to  engage  in  research  and  development  (R&D).  In 
1991,  78  percent  of  firms  reporting  R&D  expenditures  had  fewer  than  100  employees. 
Small  firms  doing  research  spend  a  larger  proportion  of  company  sales  on  R&D  than  do 
larger  firms.  In  1990,  firms  with  less  than  $10  million  in  sales  spent  28  percent  of  their 
sales  on  R&D,  compared  to  only  1.1  percent  for  firms  having  over  $400  million  in 
annual  sales.® 

It  is  important  to  note  that  self-employment  now  accounts  for  55  percent  of 
businesses  in  Canada  and  continues  to  expand  steadily.  Many  Canadian  workers  who 
have  been  displaced  by  the  recent  recession,  especially  Canadian  workers  who  have 
been  in  the  work  force  for  a  number  of  years,  are  starting  small  businesses  that  are 


^  Statistics  Canada,  Industrial  Research  and  Development.  1993  Intentions.  88-202. 
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often  home-based.  It  offers  them  both  opportunities  for  employment  and  increased 
opportunities  to  work  for  themselves.  In  fact,  home-based  businesses  are  the  fastest 
growing  segment  of  the  North  American  economy  and  leading  the  boom  toward  self- 
employment  activity. 

In  addition,  small  businesses  are  providing  new  opportunities  for  certain 
demographic  groups.  Canadian  women  entrepreneurs  are  starting  businesses  at  twice 
the  rate  of  men  and  are  now  established  in  virtually  every  sector  of  the  Canadian 
economy.  Aboriginal  people  are  establishing  and  operating  businesses  in  increasing 
numbers,  as  a  key  to  asserting  their  self-reliance.  Small  businesses  are  providing 
persons  with  disabilities  an  opportunity  for  economic  independence.  Many  new 
Canadians  with  the  valuable  skills  and  knowledge  required  to  tap  into  export  markets 
are  operating  small  businesses. 

3.  Financing  Small  Businesses  in  Canada 

Access  to  capital  is  critical  for  small  businesses,  particularly  during  their  early 
years.  The  vast  majority  of  Canadian  businesses  meet  their  ongoing  financing  needs 
through  private  capital  market  transactions  with  no  public  sector  assistance.  Equity  and 
debt  are  the  primary  kinds  of  financing  for  small  and  medium-sized  businesses,  but 
non-traditional  forms  such  as  leasing  are  increasingly  being  used. 


Table  3 

10  Ten  Sources  of  Start-up  Capital  for  Companies  with  Annual  Sales  of: 


% 

% 

$1 .5  million 

Over  25  million 

33 

1.  Personal  savings 

73 

Personal  savings 

31 

2.  Bank*  loan  with  personal  guarantee 

56 

Bank*  loan  with  personal  guarantee 

28 

3.  Loans  by  family  and  friends 

30 

Issuing  equity  shares 

28 

4.  Infusion  of  capital  by  partner 

20 

Infusion  of  capital  by  partner 

23 

5.  Bank*  loan  without  personal  guarantees 

10 

Bank*  loan  without  personal  guarantee 

23 

6.  Venture  capital 

5 

Loans  by  family  and  friends 

14 

7.  Issuing  equity  shares 

5 

Venture  capital 

11 

8.  Federal  Business  Development  Bank 

5 

Government  grant 

7 

9.  Government  grant 

4 

Government  loan 

5 

10.  Government  loan 

4 

Federal  Business  Development  Bank 

2 

*  Includes  other  financial  institutions 

Source:  Canadian  Chamber  of  Commerce,  Breaking  Down  the  Barriers:  Final  Report  on  the  “Aim  For 
A  million”  Project.  June  22,  1994. 

A  small  business  usually  begins  with  an  idea  and  the  initial  capital  comes  from 
personal  savings,  family,  or  friends — a  capital  that  is  soon  exhausted  (see  Table  3). 
Most  small  businesses  meet  additional  equity  requirements  from  retained  earnings. 
Some  attract  the  attention  of  local  investors  who  can  bring  both  capital  and  expertise. 
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Many  small  businesses  turn  to  debt  financing  in  the  early  stage  of  their 
development.  Across  Canada,  the  majority  (80  percent)  of  small  and  medium-sized 
enterprises  obtain  debt  financing — operating  credits  and/or  long-term  loans — from  one 
of  the  six  large  Canadian  banks.  Trust  companies,  credit  unions,  Caisses  populaires, 
and  other  financing  institutions  play  a  smaller  but  significant  role. 

According  to  the  Bank  of  Canada  statistics,  total  small-business  loan  portfolios, 
excluding  commercial  mortgages  and  agricultural  loans,  stood  at  $20.9  billion  at 
December  1989,  decreased  to  $17.4  billion  at  the  end  of  1992,  and  increased  to  $20.2 
billion  at  the  end  of  1993.^° 

The  Canadian  Bankers  Association  (CBA)  argues  that  the  Bank  of  Canada 
statistics  do  not  include  a  range  of  activities — commercial  mortgages  and  personal  lines 
of  credit — utilized  by  small  businesses  for  their  financial  requirements.  According  to  the 
CBA,  loans  to  small  business  have  increased  from  $25,778  million  in  1990  to  $30, 
034  million  in  1993.  (see  Table  4) 

As  low-risk  lenders,  banks’  loan-loss  targets  are  in  the  range  of  between  0.5  and 
1  percent  of  assets.  In  1993,  loan  losses  were  approximately  $390  million  or  1.1 
percent  of  assets. 


Table  4 

Small  Business  Loan  Losses  for  Six  Largest  Banks* 


1993 

1992 

1991 

1990 

Total  Loans 

$30,034 

$25,928 

$25,146 

$25,778 

Provisions  for 

million 

million 

million 

million 

Loan  Losses  as  a 

Percentage  of  Loans 

1.1% 

1.3% 

1.3% 

0.7% 

*Small  Business  loans  generally  include  mortgages  but  exclude  leases  and  agricultural  loans.  SBLA  loans 
are  also  included. 

Source  Canadian  Bankers  Association,  Small  Business  Lending  Fast  Facts.  April  19,  1994. 


Venture  capital  is  another  source  of  financing  for  small  firms.  There  are  two 
segments  to  the  capital  venture  market.  The  first  is  the  informal  segment  which  consists 
of  individual  investors  or  “angels”  who  tend  to  invest  smaller  amounts  of  capital  (usually 
less  than  $250,00)  in  the  early  stages  of  a  new  business.  The  second  segment  is  the 
formal  market  which  is  comprised  of  professionally  managed  investment  funds 
capitalized  by  institutional  sources  such  as  governments,  banks,  pension  funds,  and 


Defined  as  loans  to  businesses  made  under  authorized  limits  of  $500,000  or  less.  See  Table  5-C, 
Bank  of  Canada  Review. 
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corporations.  The  formal  market  also  includes  labour-sponsored  venture  capital  funds 
such  as  the  Canadian  Working  Ventures  Fund  of  Toronto. 

Although  the  pool  of  venture  capital  has  grown  to  approximately  $400  million, 
there  is  evidence  to  suggest  that  are  a  number  of  barriers  to  small  and  medium-sized 
firms  accessing  this  type  of  equity  financing.  According  to  the  Federal  Business 
Development  Bank,  many  venture  capital  firms  specialize  in  particular  industries  and  do 
not  generally  consider  investments  less  than  $1  million.  In  addition,  small  and  medium¬ 
sized  businesses  are  reluctant  to  obtain  equity  financing  because  they  are  often 
unwilling  to  give  up  ownership  of  their  companies  and  the  price  of  equity  can  appear 
prohibitive.  Venture  capital  deals  are  often  structured  to  ensure  returns  of  25-35  percent 
for  investors  providing  capital  to  existing  companies  and  can  go  as  high  as  40-50 
percent  for  start-ups.^ ^ 

The  federal  government  also  plays  an  important  role  in  the  financing  of  small 
businesses.  Created  in  1974,  the  Federal  Business  Development  Bank  (FBDB) 
provides  financial  services,  including  loans  and  venture  capital,  as  well  as  counselling, 
training,  and  mentoring  to  thousands  of  small  businesses  each  year.  The  Bank’s 
services  are  delivered  by  about  900  permanent  employees  via  a  network  of  78 
branches,  5  regional  offices,  and  1  head  office. 

The  FBDB  provides  term  loans  to  commercially  viable  small  and  medium-sized 
businesses  having  difficulty  obtaining  financing  on  reasonable  terms  and  conditions 
from  the  private  sector,  and  does  so  on  a  full-cost  recover  basis.  FBDB  loans  can  be 
used  to  purchase  or  improve  fixed  assets,  for  working  capital,  or  to  re-finance  existing 
debt.  In  1993,  the  FBDB  authorized  4,241  loans  for  $641  million  which  supported  more 
than  $900  million  in  small  and  medium-sized  business  investments  across  Canada. 
During  1993,  the  FBDB  supported  the  creation  of  4,500  new  jobs  in  Canada.  In  Ontario, 
FBDB  clients  employ  35,400  people. 

Since  1984,  the  FBDB  has  been  involved  in  providing  venture  capital,  and  with  a 
capital  base  of  $55  million  has  made  $102  million  of  investment  while  leveraging 
$433  million  in  private-sector  investments  for  companies  at  all  stages  of  development. 

More  recently,  the  FBDB  has  launched  a  venture  loans  program  in  order  to 
attempt  to  fill  the  equity  “gap”  for  small  businesses  lacking  secured  assets  but  with  a 
proven  track  record,  experienced  management,  and  good  growth  potential.  Venture 
loans  combine  the  features  of  equity  financing  with  elements  of  term  loans.  As  a  result, 
they  enable  businesses  to  obtain  near-equity  capital  for  projects  without  relinquishing 
control  or  diluting  ownership.  Loan  amounts  range  between  $100,000  and  $1  million.  In 


"  Federal  Business  Development  Bank,  Briefing  Paper  Presented  to  the  Federal  Ontario  Liberal 
Caucus  Task  Force  on  Access  to  Capital  bv  Small  and  Medium-Sized  Businesses.  Peterborough, 
Ontario,  March  25,  1994. 
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the  fiscal  year  1993,  FBDB’s  venture  loan  program  increased  by  60  percent  to 
$10.6  million  and  total  commitments  reached  $14.2  million. 

The  federal  government  also  fosters  greater  access  to  capital  for  small  business 
through  the  Small  Business  Loans  Act  (SBLA)  which  has  been  in  force  since  1961.  The 
SBLA  provides  financing  for  both  existing  and  new  small  businesses  with  annual 
revenues  of  less  than  $5  million.  Under  the  SBLA,  loans  can  be  used  for  improving  a 
business’s  premises  and/or  equipment,  as  well  as  purchasing  necessary  land  for 
operation.  However,  SBLA  loans  are  not  available  for  the  purchase  of  inventory,  nor  for 
working  capital  requirements,  share  purchases,  or  the  re-financing  of  existing  debts. 
Research  and  development  cannot  be  financed,  nor  can  working  capital  be  provided  for 
exports. 

Loans  made  pursuant  to  the  SBLA  are  called  “Business  Improvement  Loans” 
(BILs).  During  the  fiscal  year  ending  March  31,  1993,  some  13,092  BILs  totalling 
$498.8  million  were  made  bringing  the  31 -year  total  to  over  $9  billion.  The  average  size 
of  a  BIL  made  during  the  fiscal  year  1993  was  $38,098.^^ 

Effective  April  1,  1993,  a  revised  SBLA  came  into  effect  incorporating  a  number 
of  significant  changes.  The  criteria  for  eligibility  were  broadened  to  include  businesses 
up  to  $5  million  in  annual  revenues;  the  amount  of  financing  available  to  individual 
businesses  was  increased  from  $100,000  to  $250,000,  and  personal  guarantee 
requirements  were  reduced  from  15  percent  to  10  percent. 

Another  source  of  federal  government  financing  for  small  businesses  is  Business 
Development  Centres  (BDCs)  which  fall  under  the  Community  Futures  Program 
administered  by  Human  Resources  Canada.  BDCs  are  non-profit  corporations  eligible 
for  base  investment  portfolios  of  $1.55  million,  to  help  create  employment  in  rural  areas 
with  high  unemployment. 

At  present  there  are  288  BDCs  in  Canada  (56  in  Ontario)  and  each  centre  is 
governed  by  a  volunteer  Board  of  Directors  of  highly  skilled  individuals  drawn  from  their 
local  business  community.  They  are  staffed  by  personnel  who  are  dedicated  to  helping 
small  business  grow  and  prosper. 

BDCs  make  loans,  loan  guarantees,  or  equity  investments  up  to  $75,  000  to  new 
or  existing  businesses  in  their  communities.  Interest  rate  minimums  are  prime  plus  1.75 
percent  and  vary  with  each  Board’s  lending  policy  and  the  inherent  risk  in  the  collateral 
security.  Repayment  terms  are  flexible  and  negotiated  in  the  best  interests  of  the  small 
business. 


Federal  Business  Development  Bank,  1994  Annual  Report,  and  Summary  of  Corporate  Plan: 
Fiscal  1995-96:  Briefing  Paper  Presented  to  Federal  Ontario  Liberal  Caucus  Task  Force  on 
Access  to  Capital  bv  Small  and  Medium-sized  Businesses.  Peterborough,  Ontario,  March  25, 
1994. 

Government  of  Canada,  Small  Business  Loan  Act.  Annual  Report  on  Operations  for  the  12-month 
period  ended  March  31.  1993. 
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All  interest  earned  on  loans  is  returned  to  the  original  portfolio  and  over  half  of 
the  Ontario  BDCs  now  have  capital  pools  approaching  or  greater  than  $2  million.  With 
these  funds  Ontario  BDCs  have  funded  almost  5,000  loans  and  helped  create  or 
improve  over  19,000  jobs.^'^ 


4.  The  Hearings:  Issues  and  Concerns  Raised 

This  section  of  the  report  summarizes  the  written  submissions  received  and  the 
oral  testimony  heard  by  the  Task  Force.  The  testimony  is  divided  into  five  groupings: 

•  Financial  institutions — in  each  community  the  Task  Force  heard  testimony 
from  at  least  two  financial  institutions.  These  have  been  primarily  Canadian 
chartered  banks,  however,  the  Task  Force  also  heard  from  credit  unions. 

•  Equity  financers — ^the  Task  Force  also  heard  testimony  from  a  number  of 
lenders  who  provide  equity  financing  to  small  and  medium-sized  businesses. 

•  Government  lending  sources — ^the  Task  Force  heard  from  the  two  primary 
government  lending  sources,  the  Business  Development  Centres  and  the 
Federal  Business  Development  Bank. 

•  Small  businesses — ^the  largest  segment  from  which  the  Task  Force  heard 
testimony  was  the  small-business  sector  itself.  In  each  community  five  or  six 
individual  small-business  owners  provided  testimony. 

•  Small-business  representative  bodies — the  Task  Force  heard  testimony  from 
small-business  representatives,  primarily  local  Chambers  of  Commerce, 
economic  development  committees,  and/or  commissions. 

This  section  of  the  report  also  listed  a  number  of  specific  barriers,  identified 
during  the  hearings,  that  impede  the  financing  of  small  and  medium-sized  businesses  in 
Ontario. 


Small  Businesses 

Throughout  the  hearings  the  small-business  sector  voiced  a  high  level  of 
frustration  with  the  banking  community.  The  frustration  that  small  businesses  feel  when 
trying  to  access  capital  is  illustrated  by  the  following  comments: 

“When  you  consider  starting  a  business,  your  enthusiasm  is  overflowing. 

You  tell  everyone  and  in  return  everyone  gives  you  free  advice  ranging 


Ontario  Association  of  Business  Development  Corporations,  Presentation  to  the  Federal  Ontario 
Liberal  Caucus  Task  Force  on  Access  to  Capital  bv  Small  and  Medium-sized  Businesses, 

London,  Ontario,  April  11,  1994. 
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from  raising  capital  to  what  prices  you  should  charge.  All  this  is  wonderful 
in  the  wonderful  land  of  theory.  However,  harsh  reality  is  that  the  banks 
want  collateral,  collateral,  and  more  collateral.  They  lack  vision  and  are 
unable  to  share  your  enthusiasm.  All  calculations  are  done  by  a  set  of 
rules  which  hinders  small  business.  ” 

“The  last  six  or  seven  years  have  been  far  from  satisfactory  in  our 
dealings  with  our  bank.  They  have  changed  the  lending  criteria  for  our 
operating  loan  and  made  it  increasingly  difficult  to  obtain  a  smooth¬ 
running  operation.  ” 

“Despite  what  the  banks  are  saying  publicly  about  supporting  small 
business,  they  have  in  fact  shut  the  door  on  small  business  and  are  the 
greatest  detriment  to  the  creation  of  jobs  and  the  recovery  of  the 
Canadian  economy.  ” 

The  Task  Force  heard  a  litany  of  anecdotal  evidence  indicating  the  banks’ 
indifference  to  small  business.  While  it  is  difficult  to  determine  the  validity  of  each 
individual  claim,  the  volume  of  complaints  certainly  depicts  an  uneasy  relationship 
between  the  small-business  sector  and  the  banking  institutions.  Many  small  business 
operators  expressed  the  following  concerns  with  Canada’s  major  lending  institutions: 

•  there  is  a  lack  of  competition  in  the  financial  industry; 

•  many  account  managers  do  not  have  sufficient  skills  to  competently 
understand  the  specifics  of  a  small  business; 

•  there  is  a  frequent  turnover  of  account  managers; 

•  local  managers  lack  the  authority  to  make  credit  decisions; 

•  credit  decisions  are  not  communicated  in  sufficient  detail; 

•  banks  are  no  longer  willing  to  lend  on  character; 

•  banks  do  not  tell  individuals  who  have  been  turned  down  for  a  bank  loan 
about  other  sources  of  capital; 

•  excessive  fees  are  applied  by  banks;  and 

•  banks  demand  excessive  amounts  of  personal  guarantees  and  collateral. 

Many  small  businesses  told  the  Task  Force  that  the  banking  institutions  are  little 
more  than  fair-weather  friends.  They  described  situations  in  which  years  of  customer 
loyalty  have  been  overlooked  by  account  managers  during  cyclical  downturns  in  the 
economy  and  when  businesses  have  been  faced  with  temporary  losses  and  periodic 
squeezes  of  cash  flow. 

In  addition,  many  small-business  operators  said  that  they  are  convinced  that  the 
banks  are  actively  participating  in  sectoral  lending.  Essentially  this  entails  making  credit 
decisions  on  arbitrary  criteria  according  to  industry  and  geography  rather  than  on  the 
merit  of  the  individual  loan  application.  According  to  a  number  of  small-business 
operators,  the  policy  of  sectoral  lending  on  the  part  of  the  banks  has  manifested  itself 


15 


Task  Force  on  Access  to  Capital  by  Small  Business 


particularly  in  rural  areas  and  in  specific  sectors  of  the  economy  such  as  tourism,  food 
services,  accommodations,  and  construction. 

Many  small-business  operators  said  that  they  believe  the  banks  no  longer  lend 
on  the  character  of  the  business  person,  no  matter  how  solid  that  is,  and  have  placed 
an  over-emphasis  on  collateral  requirements.  This  is  of  particular  concern  to  small 
businesses  as  it  relates  to  the  issue  of  the  personal  guarantees  required  to  secure  a 
loan. 

A  majority  of  small-business  owners  told  the  Task  Force  that  they  are  pleased 
with  the  recent  changes  to  the  Small  Business  Loans  Act  (SBLA).  However,  many 
expressed  the  view  that  the  SBI_A  should  be  expanded  to  include  working  capital.  In 
many  cases  a  small  business  expands  its  operations  through  the  purchase  of  new 
equipment  or  premises.  This  type  of  expansion  requires  working  capital — capital  not 
provided  by  the  banks. 

Small-business  entrepreneurs  also  pointed  out  that  is  was  difficult  to  find  capital 
to  finance  knowledge-based  firms.  As  noted  by  one  witness,  “in  dealing  with  research 
and  development,  there  are  some  sources  of  capital,  but  access  is  extremely  difficult 
and  arduous  and  mandates  are  often  too  rigid  and  exclude  the  service  sector.  ” 

Many  Canadians  who  have  lost  their  jobs  in  traditional  industries  are  establishing 
so  called  “micro”  businesses  within  the  confines  of  their  home.  Concern  was  also 
expressed  that  these  micro-enterprises,  in  which  women  proprietors  are  most  strongly 
represented,  lack  adequate  access  to  capital.  Women  entrepreneurs  also  told  the  Task 
Force  that  they  were  almost  always  required  to  provide  personal  guarantees  when 
requesting  a  loan.^^ 


Financial  Institutions 

Throughout  the  hearings,  representatives  of  Canada’s  major  chartered  banks 
indicated  to  the  Task  Force  that  they  have  a  deep  appreciation  and  understanding  of 
the  importance  of  the  small-businesses  sector. 

“There  is  a  critical  role  for  Canada’s  banks  to  play  in  accelerating  small- 
business  growth  in  Canada  and  the  job  creation  that  will  come  with  it.” 

“Small  business  is  an  important  part  of  our  customer  base.  We  aim  to 
improve  our  market  share.  ” 

“We  have  not  always  kept  pace  with  our  small  business  customers’  rapidly 
changing  needs  or  with  the  evolution  of  the  economy.  And  this  has  hurt 
the  ability  of  many  small  businesses  to  obtain  funds.  ” 

This  is  consistent  with  findings  in  The  Glass  Box.  Canadian  Advisory  Council  on  the  Status  of 
Women,  1991. 
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All  financial  institutions  stated  that  this  particular  segment  of  the  Canadian 
economy  represents  an  important  component  of  their  overall  client  base,  and  one  to 
which  they  are  paying  considerable  attention. 

To  their  credit,  all  major  banks  have  been  innovative  and  are  taking  measures  to 
improve  the  availability  of  small-business  financing.^®  For  example,  the  Bank  of 
Montreal  has  launched  a  Capital  Support  Program  across  Canada,  to  help  cash- 
strapped  small  businesses.  The  Canadian  Imperial  Bank  of  Commerce  has  appointed  a 
small-business  ombudsman  to  review  and  make  recommendations  on  small-business 
complaints  that  cannot  be  resolved  through  regular  channels.  All  banks  are  re¬ 
examining  their  practices,  from  how  they  assess  credit  to  how  they  train,  educate,  and 
assign  their  staff. 

During  the  hearings,  members  of  the  banking  community  pointed  out  that  many 
of  the  problems  in  the  banking  and  small-business  relationship  stem  from  the  fact  that 
many  individuals,  including  small  businesses,  do  not  understand  the  role  of  the  banks. 

The  banks  indicated  that  they  are  a  low-risk  provider  of  debt  equity  to  small  and 
medium-sized  businesses.  As  noted  by  Reg  Moore,  Community  Banking  Manager, 
Bank  of  Montreal,  “In  my  personal  experience  I  have  found  the  typical  entrepreneur  is 
of  the  opinion  their  banker  represents  the  only  source  of  capital  to  them,  and  when  they 
come  to  us  with  a  proposal  that  is  high-risk,  highly  speculative,  and  under-capitalized, 
and  are  told  we  cannot  finance  the  venture  for  all  those  reasons,  they  accuse  us  of  not 
helping  small  business.  The  truth  of  the  matter  is  the  banks  are  low-risk  lenders  of  their 
depositors’  money,  and  traditionally  provide  debt  financing.  In  many  cases  the  small 
business  needs  venture  capital  which  is  equity  financing  whereby  an  investor  provides 
financing  in  exchange  for  an  equity  position,  or  shares  in  their  company.  ...  This  lack  of 
awareness  has  to  become  part  of  the  basic  education  provided  to  budding 
entrepreneurs  ensuring  that  they  are  a)  informed  of  the  chartered  bank’s  role  as  lender, 
and  b)  familiar  with  the  differences  between  debt  and  equity  financing.” 

A  number  of  banks  indicated  that  they  must  communicate  better  with  the  small- 
business  sector.  They  must  improve  their  communications  on  the  role  banks  play  in 
financing  small  business,  what  other  sources  of  funds  are  available  to  small  business, 
why  a  loan  application  has  been  turned  down,  and  the  methods  by  which  fees  and 
interest  rates  are  calculated  on  small-business  loans. 

Banks  also  testified  that  the  small-business  sector  is  quite  volatile  with  fewer 
than  half  of  all  small  businesses  surviving  beyond  five  years.  Consequently,  many 


A  detailed  listing  of  initiatives  taken  by  the  Canadian  Bankers  Association  and  individual  banks  is 
contained  in  The  Bank  Industry  Supports  The  Small-Business  sector.  Canadian  Bankers 
Association,  April  19,1994. 

Opening  Remarks  by  Reg  Moore,  Community  Banking  Manager,  Bank  of  Montreal,  to  the  Federal 
Ontario  Liberal  Caucus  Task  Force  on  Access  to  Capital  by  Small  and  Medium-sized  Businesses, 
Niagara  Falls,  May  6,  1994. 
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private  sector  lending  institutions  are  reluctant  to  finance  start-up  businesses  that  have 
no  proven  track  record,  collateral,  or  equity  in  place. 

A  number  of  financial  institutions  indicated  to  the  Task  Force  that  financial 
management  skills  in  most  businesses  are  weak.^®  As  noted  by  Larry  Waters,  Vice- 
President  of  Commercial  Lending  in  Eastern  Ontario,  Canadian  Imperial  Bank  of 
Commerce,  “The  skills  required  to  run  a  successful  business  are  also  more  demanding 
than  before.  Operators  must  be  more  flexible  and  responsive  to  changing  customer 
needs  and  market  trends.  They  need  solid  grounding  in  business  planning,  cost-control 
and  financial  management.  They  must  be  good  managers” 

In  addition,  many  small  businesses  requesting  credit  have  inappropriate  or 
incomplete  business  plans — in  some  cases  plans  are  non-existent.  Banks  also 
complained  that  many  small  businesses  do  not  provide  updated  financial  or  other 
information  about  their  businesses.  This  information,  banks  testified,  is  considered 
essential  in  making  appropriate  credit  assessments  of  ongoing  business  operations. 

A  number  of  banks  did  identify  “gaps”  in  the  financing  of  small  businesses  in 
Ontario.  In  particular,  a  number  of  witnesses  indicated  that  there  is  a  lack  of  equity 
capital  available  to  small  business. 

Members  of  the  banking  community  also  noted  that  they  are  on  a  learning  curve 
with  respect  to  financing  knowledge-based  firms  that  often  lack  hard  assets. 
Consequently,  a  number  of  banks  are  exploring  new  ways  to  finance  high-tech 
businesses  that  do  not  qualify  for  credit  using  traditional  lending  criteria. 

A  number  of  credit  unions  also  appeared  before  the  Task  Force.  They  told  the 
Task  Force  that  across  the  country,  credit  unions  and  their  Francophone  cousins,  the 
caisses  populaires,  provide  14  percent  of  the  financial  services  used  by  the  small- 
business  sector.  Their  main  concern  was  that  they  were  being  ignored  by  government. 
As  noted  by  the  St.  Willibrord  Credit  Union,  “What  we  are  asking  for  is  increased 
awareness  on  the  part  of  the  government  at  all  levels,  of  the  credit  union  and  caisses 
populaires’  systems’  capabilities.  Unfortunately,  too  often  federal  government  programs 
designed  to  improve  capital  availability  by  providing  incentives  to  financial  institutions 
have  excluded  or  limited  credit  union  involvement.  It  appears  that  federal  program 
officials  do  not  realize  that  credit  unions  are  sophisticated  financial  institutions  linked  to 
provincial  centrals  and  a  national  association  and  network  and  thus  are  quite  capable  of 
serving  the  needs  of  small  and  medium-sized  businesses.’^^ 


This  finding  was  also  confirmed  in  Larry  Wynant  and  James  Hatch,  Banks  and  Small  Business, 
The  Western  Business  School  and  the  University  of  Western  Ontario,  London,  Ontario,  1990. 

Larry  Waters,  VP  Commercial  Banking  Eastern  Ontario,  CBIC,  presentation  to  the  Federal  Ontario 
Liberal  Caucus  Task  Force  on  Access  to  Capital  By  Small  Business,  Carleton  Place,  June  2, 
1994. 

St.  Willibrord  Community  Credit  Union  Presentation  to  the  Federal  Ontario  Liberal  Caucus  Task 
Force  on  Access  to  Capital  by  Small  Business,  London,  Ontario,  April  11,  1994, 
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Equity  Financers 

The  Task  Force  heard  testimony  from  a  number  of  groups  providing  equity 
financing  for  small  business.  All  of  these  groups  told  the  Task  Force  that  this  is  the  most 
significant  area  where  small  business  lacks  access  to  capital.  A  number  of  groups  said 
that  the  equity  markets  function  well  for  placements  of  $5  million  and  up.  There 
appears,  however,  to  be  a  limited  market  for  equity  placements  under  $1  million.  A 
number  of  factors  were  identified  which  impede  small-business  access  to  equity  capital. 
These  include: 

•  business  plans  of  small  businesses  seeking  equity  capital  are  often  poor; 

•  small  business  lacks  the  management  skills  that  instil  confidence  in  the 
investor: 

•  transaction  costs  for  small  placements  are  prohibitive: 

•  many  investors  lack  the  capability  to  properly  assess  proposals  for  financing 
in  knowledge-based  industries; 

•  small  firms  are  often  unwilling  to  give  up  ownership; 

•  entrepreneurs  are  generally  not  willing  to  accept  outside  control  or  influence; 
and 

•  the  price  of  equity  can  appear  prohibitive — averaging  about  35  percent  per 
annum. 

A  number  of  groups  indicated  to  the  Task  Force  that  there  is  a  need  to  establish 
a  vehicle  for  delivery  of  equity  financing.  A  number  of  models  were  proposed  ranging 
from  establishing  local  venture  capital  pools,  expanding  the  Venture  Capital  Program  of 
the  Federal  Business  Development  Bank,  to  expanding  the  Small  Business  Loans  Act. 

As  with  other  lending  institutions,  the  equity  financers  stressed  the  importance  of 
pre-  and  post-mentoring  of  small  businesses. 


Government  Lending  Sources 

The  Federal  Business  Development  Bank  (FBDB)  gave  a  wide  range  of 
testimony  regarding  the  services  they  provide,  both  their  debt  instruments  and  equity 
instruments.  The  FBDB  emphasized  that  they  are  not  a  lender  of  last  resort.  They  are 
mandated  not  to  compete  directly  with  private  financial  institutions.  This  means  that  the 
FBDB  takes  on  loans  that  the  chartered  banks  consider  high-risk  or  loans  that  will  not 
be  considered  by  financial  institution  for  other  reasons. 

The  FBDB  made  it  clear  that  its  current  mandate  is  to  remain  profitable  and  their 
risk  evaluations  must  be  similar  to  the  Canadian  chartered  banks.  As  a  result,  the  FBDB 
is  required  to  limit  the  exposure  it  undertakes  on  any  given  loan.  The  FBDB  told  the 
Task  Force  that  in  order  to  expand  beyond  this  role  its  mandate  of  self-sufficiency 
would  have  to  be  altered. 
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The  FBDB  generally  only  finances  against  hard  assets  and  does  not  provide 
loans  for  working  capital.  Recently,  however,  the  FBDB  announced  a  new  $50  million 
Venture  Loans  Program. 

The  FBDB  also  participates  in  a  case  counselling  program  and  is  cooperating 
with  the  Toronto  Dominion  Bank  in  this  respect.  Other  banks  can  and  do  refer  clients  to 
the  FBDB.  The  FBDB  case  counselling  program  is  not  well  funded  and  is  done  on  a 
cost-recovery  basis.  The  FBDB  indicated  that  pre-  and  post-business  mentoring  is  an 
important  ingredient  to  ensuring  the  success  of  a  small  business. 

The  Business  Development  Centres  (BDCs)  indicated  that  throughout  the 
province  of  Ontario  they  have  more  or  less  grown  their  portfolios  from  the  original 
investment  of  $1.5  million  six  years  ago  to  approximately  $2  million  today.  All  of  the 
BDCs  that  appeared  before  the  Task  Force  reported  they  had  a  job  creation  cost  of 
approximately  $5,500  per  job.  The  loan  loss  history  for  the  BDCs  has  ranged  between  4 
and  8  percent. 

The  BDCs  told  the  Task  Force  that  they  are  successful  for  a  number  of  reasons. 
Loan  decisions  are  made  by  local  business  people  who  know  their  community.  Loan 
clients  receive  technical  assistance  and  aftercare  as  needed  from  the  BDC  staff  and 
Board  members.  All  the  interest  earned  is  returned  to  their  original  portfolios  thereby 
increasing  the  community-based  capital  pools  available  to  small  business. 

In  addition  to  their  lending  mandate  (which  is  primarily  debt  instruments  up  to 
$75,000  and  to  a  limited  extent  equity  positions)  the  BDCs  undertake  business 
counselling.  This  takes  the  form  of  both  pre-business  counselling  and  post-business 
mentoring.  All  of  the  BDCs  appearing  before  the  Task  Force  indicated  that  they  strongly 
believe  training  to  be  the  most  important  ingredient  in  the  success  of  a  small  business. 


Small  Business  Representatives 

The  Chambers  of  Commerce  appearing  before  the  Task  Force  made  it  clear  that 
although  they  view  access  to  capital  an  important  issue  facing  small  business,  they 
believe  that  there  are  a  number  of  other  more  important  issues  to  create  a  better 
business  climate  in  Canada.  These  concerns  included  the  size  of  the  federal  deficit,  the 
general  level  of  taxation,  the  difficulties  and  burden  placed  on  the  small-business  sector 
to  collect  the  goods  and  services  tax,  and  significant  taxation  upon  the  creation  of  new 
employment. 

In  addition,  the  Chambers  of  Commerce  also  indicated  that  the  regulatory  regime 
under  which  small  business  is  forced  to  operate  is  more  important  than  access  to 
capital.  They  have  indicated  that  new  business  development  has  basically  come  to  a 
halt  in  most  areas  of  the  province  because  of  the  regulatory  conditions  imposed  on  new 
developers.  Small  businesses,  including  both  retail  and  manufacturing,  are  faced  with 
enormous  costs  to  meet  government  regulations. 
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However,  the  Chambers  of  Commerce  and  Economic  Development  Corporations 
did  provide  testimony  which  basically  reinforces  the  concerns  that  were  voiced  by  small 
business  operators. 

“The  banks  have  been  traditionally  low-risk  lenders,  now  they  have  become  no- 
risk  lenders.  ” 

“Many  small  businesses  that  have  established  credibility  through  good  sales 
volume,  reliability,  and  longevity  have  found  it  increasingly  difficult  to  receive  financial 
assistance  for  new  projects  or  to  extend  their  current  market.  ” 

“Even  though  the  economy  appears  to  be  recovering  slowly,  banks  are  still 
tightening  credit  to  small  business  and  virtually  abandoning  lending  in  certain  sectors 
that  were  acceptable  before  the  recession. 

Many  Chambers  of  Commerce  were  also  concerned  that  the  banks  were 
engaged  in  sectoral  lending  practices.  The  St.  Catharines  Chamber  of  Commerce  told 
the  Task  Force,  “Many  of  our  members,  particularly  in  certain  sectors,  complain  that 
banks  have  virtually  shut  off  lending  in  their  industry.  This  is  particularly  true  in  the 
touhsm  and  hospitality  business  which,  as  the  committee  is  aware,  is  absolutely  critical 
here  in  Niagara.”  This  view  was  echoed  by  Jim  Dayman,  Economic  Development 
Manager,  Town  of  Dryden,  who  stated,  “Various  government  programs,  as  well  as 
financial  institutions,  have  essentially  closed  their  doors  on  various  sectors.  Logging, 
retail,  tourism,  services  are  all  very  important  to  our  communities,  yet  all  are  persona 
non  grata  with  one  or  more  of  the  founders. 

A  number  of  Chambers  of  Commerce  told  the  Task  Force  that  the  lack  of  equity 
capital  is  the  major  capital-access  problem  facing  small  business.  As  noted  by  Sudbury 
and  District  Chamber  of  Commerce,  “The  issue  of  debt  versus  equity  is  central  to  the 
access-to-capital  issue  for  small  and  medium-sized  businesses  since  many  people 
confuse  the  two  sources  of  capital.  Small  and  medium-sized  business  is  generally  well 
serviced  by  the  chartered  banks  when  it  comes  to  debt  capital.  The  problem  arises 
when  small  and  medium-sized  businesses  attempt  to  access  equity  capital.  Equity 
capital  is  very  difficult  or  impossible  to  access  for  small  and  medium-sized  businesses 
in  the  current  financial  system.  ” 

Chambers  of  Commerce  also  expressed  concern  that  there  is  not  enough  capital 
available  to  knowledge-based  industries.  The  Sault  St.  Marie  Chamber  of  Commerce 
said,  “Both  financial  institutions  and  government,  through  the  Small  Business  Loan  Act 


St.  Catharines  Chamber  of  Commerce  Presentation  to  the  Federal  Ontario  Liberal  Task  Force  on 
Access  to  Capital  By  Small  Business,  Niagara  Falls,  Ontario,  May  6,  1994, 

The  Economic  Development  Offices  of  Northern  Ontario  Presentation  to  the  Federal  Ontario 
Liberal  Caucus  Task  Force  on  Access  to  Capital  by  Small  Business,  Dryden,  Ontario,  June  10, 
1994. 

Sudbury  and  District  Chamber  of  Commerce  Presentation  to  the  Federal  Ontario  Liberal  Caucus 
Task  Force  on  Small  Business,  Sudbury,  Ontario,  April  28,  1994. 
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and  other  vehicles  must  address  the  movement  away  from  bricks  and  mortar  to 
computer  chips  and  knowledge-based  industries.  ” 

Chambers  of  Commerce  also  said  that  they  could  play  a  constructive  role  in 
bringing  small  business  together  with  financial  institutions  to  exchange  ideas  and 
disseminate  government  information. 

They  indicated  that  the  government  should  not  directly  intervene  in  the  access- 
to-capital  issue,  but  rather  create  a  climate  within  which  the  private  sector  could  do  a 
better  job.  The  Greater  Peterborough  Chamber  of  Commerce  told  the  Task  Force,  “Our 
members  believe  that  part  of  the  problem  is  that  the  bankers  truly  do  not  understand 
the  small-business  community  and  that  they  need  to  be  more  entrepreneurial  in  the  way 
that  they  conduct  their  business.  I  would  suggest  that  controls  and  legislation  forcing 
the  lenders  to  loan  to  small  business  is  not  the  answer.  In  fact,  as  free  enterprises,  we 
would  suggest  that  if  the  current  institutions  are  not  filling  the  need,  we  should  increase 
the  amount  of  competition  to  ensure  that  the  market  is  served  well.  ’’ 

5.  Recommendations 

There  is  no  one  solution  to  providing  adequate  capital  to  small  businesses  in 
Canada.  Governments,  financial  lending  institutions,  local  investors,  communities,  and 
entrepreneurs  must  all  play  a  role  to  ensure  that  the  capital  needs  of  small  business  are 
met. 


Private  Lending  Institutions 

We  recommend: 

1.  that  the  banking  community  develop  a  code  of  conduct  to  clarify  its  role  in 
small-business  lending  so  that  borrowers  will  know  what  to  expect. 

Such  a  code  of  conduct  should  clearly  state  that  loan  applications  should  be 
judged  on  their  own  merit  regardless  of  geographic  location  or  sector.  Banks 
should  provide  a  written  statement  on  why  a  loan  application  has  been  rejected 
and  why  credit  has  been  withdrawn.  The  code  of  conduct  should  also  require 
lending  institutions  to  have  clearly  stated  policies  regarding  lines  of  credit, 
overdraft  protection,  service  charges,  and  fee  changes.  While  the  code  of 
conduct  should  include  the  above,  it  should  not  be  limited  to  these 
recommendations. 


Sault  Ste.  Marie  Chamber  of  Commerce  Presentation  to  the  Federal  Ontario  Liberal  Caucus  Task 
Force  on  Access  to  Capital  by  Small  Business,  Sault  Ste.  Marie,  Ontario,  June  3,  1994. 

Greater  Peterborough  Chamber  of  Commerce  Presentation  to  the  Federal  Ontario  Liberal  Caucus 
Task  Force  on  Access  to  Capital  by  Small  Business,  Peterborough,  Ontario,  June  12,  1994. 
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2.  that  the  federal  government  establish  an  Ombudsman  within  the  Office  of 
the  Superintendent  of  Financial  Institutions  (OSFI)  Canada  to  oversee  the 
code  of  conduct. 

Small-business  entrepreneurs  could  appeal  to  the  Ombudsman  when  they 
believe  that  a  bank  failed  to  meet  its  obligations  under  the  established  code  of 
conduct.  For  example,  if  credit  was  withdrawn  by  a  lending  institution  without 
appropriate  notice  a  complaint  could  be  made  to  the  Ombudsman.  However,  the 
Ombudsman  would  not  adjudicate  individual  loan  decisions  made  by  lending 
institutions.  The  Ombudsman  would  report  annually  to  Parliament,  as  currently 
set  out  in  the  Bank  Act,  on  the  nature,  number,  and  disposition  of  complaints. 
This  would  put  a  great  deal  of  pressure  on  the  lending  institutions  to  adhere  to 
the  code  of  conduct.  OSFI  is  a  self-financing  government  agency  that  is  funded 
by  all  federally  regulated  financial  institutions. 

3.  that  the  banks  improve  the  manner  in  which  they  communicate  their 
financing  roles. 

Banks  often  advertise  that  they  can  meet  all  the  financing  needs  of  small 
business.  This  is  not  true.  Banks  need  to  ensure  that  the  small-business  sector 
clearly  understands  that  banks  are  a  low-risk  provider  of  debt  capital  and  do  not 
provide  a  wide  range  of  capital  options,  including  high-risk  debt  capital  and 
equity  capital. 

4.  that  local  account  managers  be  well  versed  in  alternative  sources  of  capital 
available  to  small  business. 

Often  when  small-business  entrepreneurs’  loan  applications  are  turned  down  by 
a  bank,  their  capital  needs  can  be  met  elsewhere.  Banks  are  not  the  only  source 
of  capital  for  small  business  and  local  lending  officers  can  play  a  constructive 
role  in  informing  small  business  entrepreneurs  of  alternative  sources  of  capital. 

5.  that  all  banks  take  steps  to  address  the  problem  of  account  manager 
turnover. 

Small-business  owners,  frustrated  at  the  turnover  of  account  managers  at  local 
banking  branches,  feel  that  new  account  managers  do  not  always  understand 
the  local  economy  or  their  specific  needs. 

6.  that  there  be  greater  competition  among  financial  institutions. 

The  Minister  of  Finance,  in  conjunction  with  his  provincial  counterparts,  should 
review  methods  that  would  allow  credit  unions  and  trust  companies  to  participate 
more  fully  in  small-business  lending. 
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7.  that  the  banking  community  play  a  larger  role  in  the  financing  of 
knowledge-based  companies  in  the  new  economy,  particularly  in  respect  to 
research  and  development  expenditures. 

A  number  of  banks  (for  example,  the  Royal  Bank  in  Ottawa,  the  Toronto 
Dominion  Bank  in  Markham,  and  the  Bank  of  Montreal  in  Kitchener-Waterloo) 
have  established  special  units  to  service  knowledge-based  small  and  medium¬ 
sized  businesses.  In  mid-April  1994,  the  Royal  Bank  announced  a  new 
$125  million  national  venture  capital  fund  aimed  at  financing  the  growth  of  small 
and  medium-sized  companies.  All  banks  should  be  constantly  looking  at 
innovative  ways  to  finance  new  economy  firms  with  particular  emphasis  with 
particular  emphasis  on  research  and  development  and  collateral  requirements. 
For  example,  banks  could  offer  higher-risk  deposit  instruments  for  use  in  “high- 
risk”  small-business  loans. 


Improving  Equity  Capital  For  Small  Business 

We  recommend; 

8.  infrastructure  be  created  to  encourage  the  establishment  of  community 
investment  pools  and  networks  of  investors  and  borrowers. 

There  is  a  great  deal  of  investment  capital  available  at  the  local  level,  organized 
in  loose  networks,  and  difficult  to  access.  Pools  of  investment  capital  should  be 
managed  by  local  investors  through  a  board  of  directors  and  paid  personnel  who 
would  assess  business  plans  and  provide  management  oversight.  The  federal 
government  should  contribute  to  the  funding  for  their  infrastructure,  with  capital 
attracted  from  the  local  community.  Funding  for  infrastructure  would  be 
grandfathered  and  repayable  to  the  federal  government.  A  registry  of  both 
entrepreneurs  and  venture  capitalists  should  be  established  at  the  local  level. 
Local  Chambers  of  Commerce,  Economic  Development  Corporations  or  specific 
municipal  and  regional  departments  would  maintain  this  registry  to  match 
investors  and  opportunities. 

9.  that  the  federal  government  allow  small-business  entrepreneurs  to  borrow 
from  their  RRSPs,  up  to  a  maximum  of  20  percent  of  their  value,  as  an 
equity  injection  or  to  cover  business  losses. 

Small-business  entrepreneurs  would  be  allowed  to  tap  into  their  RRSPs,  with 
appropriate  safeguards  to  ensure  repayment  over  a  set  period  of  time. 

10.  that  profits  be  taxed  only  when  removed  from  the  small  business. 

A  very  common  concern  and  complaint  by  small  business  is  that  the  profits  left  in 
a  small  business  for  re-investment  in  capital  equipment  and  inventory,  and  for 
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the  financing  of  accounts  receivable,  are  taxed.  Even  though  a  small  business 
may  show  a  significant  profit,  in  many  cases  the  cash  is  not  available.  Taxation, 
however,  is  payable  on  these  profits. 

11.  that  the  government  implement  its  campaign  promise  to  create  a  Canada 
Investment  Fund  for  leading-edge  industries. 

A  Liberal  government  promised  to  establish  a  Canada  Investment  Fund.  To 
leverage  additional  funding  from  other  partners,  a  Liberal  government  will 
contribute  up  to  $25  million  a  year  for  four  years,  for  a  total  federal  contribution  of 
$100  million.  The  fund  will  be  managed  by  the  private  sector,  and  its  investment 
decisions  will  be  made  by  private-sector  market  professionals. 


Government 

We  recommend: 

12.  that  additional  changes  to  the  Small  Business  Loans  Act  (SBLA)  be  made, 
including  expanding  the  program  to  include  working  capital. 

Underwriting  fees  would  be  matched  with  the  underwriting  risk;  personal 
guarantees  eliminated;  and  the  SBLA  pamphlet  should  clearly  state  that  this  is 
NOT  a  grant  program. 

13.  that  the  Business  Development  Centres  (BDCs)  be  maintained  and  the 
program  expanded. 

The  BDCs  have  successfully  filled  a  gap  in  capital  markets  in  rural  areas  and 
created  jobs  on  a  cost-effective  basis.  BDCs  should  be  expanded  into  urban 
areas,  given  additional  capital  funding  from  the  federal  government,  and  be 
empowered  to  place  a  larger  portion  of  their  portfolios  into  equity  positions. 
Responsibility  for  the  BDCs  should  be  switched  from  the  Human  Resources 
department  to  Industry  Canada. 
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14.  that  the  Minister  of  Finance  examine  ways  to  modify  the  tax  system  to 
encourage  Canadians  to  invest  in  small  businesses. 

15.  that  the  mandate  of  the  Federal  Business  Development  Bank  (FBDB)  allow 
it  to  play  a  greater  role  in  financing  small  business. 

The  FBDB  should  be  allowed  to  extend  its  support  for  working  capital.  The  cost- 
recovery  mandate  of  the  FBDB  needs  to  be  modified.  Interest  rates  offered  by 
the  FBDB  should  be  allowed  to  be  competitive  with  the  chartered  banks.  Local 
advisory  councils  should  be  established  to  provide  the  FBDB  with  advice  on  the 
local  capital  needs  of  small  business. 

16.  that  a  federal-provincial  working  group  be  established  to  streamline 
incentive  programs  to  small  business  and  to  ensure  they  are  meeting  the 
capital  needs  of  small  business. 

Currently  there  more  than  700  financial  incentive  programs  offered  by  139 
different  federal  and  provincial  departments  and  agencies.  There  is  overlap,  and 
even  competition  at  times,  between  these  programs.  Many  small  business 
operators  are  not  even  aware  of  existing  government  programs.  A  detailed  guide 
on  how  to  interrelate  these  programs  with  the  lending  from  private  sector 
financial  institutions  should  be  developed.  A  good  starting  point  would  be  the  on¬ 
line  data  base  being  developed  by  Dalhousie  University  in  Halifax  and  piloted  by 
the  Royal  Bank  of  Canada  in  8  Canadian  cities. 


Community  Initiatives 

To  complement  recommendation  8  of  this  report,  we  recommend; 

17.  that  small-business  networks  between  small-business  entrepreneurs, 
private-sector  lenders,  and  government  lenders  be  established  and 
maintained  at  the  community  level. 

Chambers  of  Commerce  and  local  Economic  Development  Corporations  can 
play  a  constructive  role  in  disseminating  information  to  small  businesses.  For 
example,  the  Economic  Development  Department  of  the  Regional  Municipality  of 
Hamilton-Wentworth,  in  conjunction  with  the  Hamilton  &  District  Chamber  of 
Commerce,  conducts  bi-monthly  meetings  to  assist  entrepreneurs  to  have 
access  to,  and  identify  sources  of  capital  receptive  to  small  business.  These 
networks  could  play  a  crucial  role  in  identifying  sources  of  capital  for  micro¬ 
businesses. 
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18.  that  communities  develop  strategies  to  improve  the  knowledge  of  financing 
principles  and  practices  for  small-business  owners. 

Education  in  small-business  skills  should  start  at  the  high  school  level  and 
progress  through  to  colleges  and  universities.  Communities  could  run  seminars 
for  instance  through  local  cable  television,  and  establish  networks  to  enhance 
the  training  of  small-business  owners.  The  Canadian  Bankers  Association  should 
continue  its  specialized  training  forums. 
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APPENDIX  "A "  .  TASK  FORCE  MEMBERS 

Andy  Mitchell,  Parry  Sound-Muskoka 
Sue  Barnes,  London  West 
Colleen  Beaumier,  Brampton 
Murray  Calder,  Wellington-Grey-Dujferin-Simcoe 
Stan  Dromisky,  Thunder  Bay-Atikokan 
Tony  lanno.  Trinity -Spadina 
Gar  Knutson,  Elgin-Norfolk 
Ian  Murray,  Lanark-Carleton 

GUEST  PANELLISTS 

Peter  Adams,  Peterborough 
Ray  Bonin,  Nickel  Belt 
Joe  Comuzzi,  Thunder  Bay 
Paul  Devillers,  Simcoe  North 
John  English,  Kitchener 
Joe  Fontana,  London  East 
Stan  Keyes,  Hamilton  West 
Walt  Last ewka,  St.  Catherines 
Gurbax  Malhi,  Bramalea-Gore-Malton 
Larry  McCormick,  Hastings-Frontenac-Lennox-Addington 
Robert  Nault,  Kenora-Rainy  River 
Pat  O  Brien,  London-Middlesex 
Gary  Pillitteri,  Niagara  Falls 
Brent  St.  Denis,  Algoma 
Andrew  Telegdi,  Waterloo 
Paddy  Torsney,  Burlington 
Tony  Valeri,  Lincoln 
Joe  Volpe,  Eglinton-Lawrence 
Susan  Whelan,  Essex-Windsor 
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APPENDIX  "B" 


"ACCESS  TO  CAPITAL  BY  SMALL  BUSINESS" 
TASK  FORCE  LIST  OF  LOCATIONS  AND  PARTICIPANTS 


PETERBOROUGH 


Friday,  March  25th,  1994 


F.  B.  D.  B.,  Mr.  Frank  Reiter  &  Mr.  Ron  Panetta 

Enviro  Clean  Mobile  Wash,  Mr.  Jim  Downer 

Bank  of  Nova  Scotia,  Mr.  Steve  Canon  &  Mr.  Ron  Bassett 

Greater  Peterborough  Business  Development  Centre,  Mr.  Mark  Watson 

Bowes  &  Cocks  Real  Estate,  Mr.  Jack  Pierson 

Greenwood  Mushroom  Farm,  Mr.  Mac  Snobelen 

Bank  of  Montreal,  Mr.  Jim  Gavery 

Cametoid  Limited,  Mr.  Desmond  Newman 

Computer  Learning  Centre,  Ms.  Linda  Gratton 

Peterborough  Chamber  of  Commerce,  Mr.  Don  Frise 

Management  Synergistics,  Mr.  Gary  Fitchett 

Mr.  Victor  DeCarlo 

Mr.  Albert  Heffeman  &  Bill  Crough 


LONDON 


Monday,  April  11th,  1994 


Die-X,  Mr.  Peter  Sandford 

F.  B.  D.  B.,  Mr.  Brendan  Cuneen  &  Mr.  Mike  Walsh 
E.E.  Paquette  &  Sons,  Mrs.  Dollene  Paquette 
Sandrin  Brothers,  Mr.  Lucio  Sanddrin 

City  of  London,  Economic  Development  Office,  Mr.  Matt  Fischer 

Toronto  Domion  Bank,  Mr.  Chris  Dyrda 

St.  Willibrord  Community  Credit  Union,  Mr.  Harry  Joosten 

Homepreneur,  Ms.  Sandy  Ross 

Precious  Ones,  Ms.  Myrtle  Knight 

Royal  Bank  of  Canada,  Mr.  Ross  McDonald 

Ontario  Association  of  Business  Development  Centres,  Mrs.  Diana  Jedig-Neziol 


BRAMPTON 


Monday,  April  18th,  1994 


The  Brampton  Board  of  Trade,  Mr.  Bob  Malcolm 
The  Mills  Group,  Mr.  John  Mills 
Bank  of  Montreal,  Mr.  Ted  McCarron 
Future  Design,  Mr.  Robert  Krycki 

Hong  Kong  Bank,  Brampton  Business  Centre,  Mr.  Bill  Copeland 

City  of  Brampton,  Mr.  Bob  Cranch  &  The  Association  of  Financial  Institutions  of  Brampton,  Mr.  Dennis  Cutajar 
(joint  initiative) 

Epp's  Greenhouses,  Ms.  Rosemary  Epp 

Bank  of  Nova  Scotia,  Mr.  Joe  Brandt  &  Mr.  Wayne  McDonald 

Calerin  Golf  Club,  Mr.  Stan  Edwards 

Focus  on  Small  Business  Project,  Ms.  Sally  Wilkie 

The  Coffee  Shoppe,  Ms.  Jennie  Hearn 


29 


Task  Force  on  Access  to  Capital  by  Small  Business 


SUDBURY 

Thursday,  April  28th,  1994 

National  Bank  of  Canada,  Mr.  Emil  Piatkowski 

Sudbury  Regional  Development  Corporation,  Mr.  Paul  Tosolini 

Bank  of  Montreal,  Mr.  James  McMillen 

Near  North  Economic  Development  Corporation,  Mr.  John  Beddows 

Earlton  Camping  Centre,  Earlton  Zoo  &  Bison  du  Nord,  Mr.  Pierre  Belanger 

F.  B.  D.  B.,  Don  Ryter 

Mr.  Ray  Poratto,  business  broker 

Toronto  Dominion  Batik,  Mr.  Brian  Bell 

Sudbury  Chamber  of  Commerce,  Mr.  Austin  Davey 

THUNDER  BAY 

Friday,  April  29th,  1994 

Confederation  College,  Mr.  Glenn  Burton  &  Mr.  Graham  Clay/ton 

The  Furniture  Gallery,  Mr.  Mandy  Helpher,  Mr.  Dino  Devuono 

Bank  of  Nova  Scotia,  Mr.  Doug  Monteath,  Mr.  John  Kowlaski  &  Steve  Melnick 
Dave  Douglas  Jewellers,  Mr.  Dave  Douglas 

Community  Enterprises  Co-op,  Mr.  Alex  Bartholomew 

Mr.  Max  Kennedy,  BSc,  BEd 

Bank  of  Montreal,  Mr.  Brian  Lemon 

C.A.  Ferguson  Co.,  Mr.  Chris  Ferguson 

Ms.  The  a  Coop  man,  Armstrong  Ontario 

Thunder  Bay  Chamber  of  Commerce,  Mr.  Gary  Woodbeck,  Ms.  Dawn  Powell,  Mr.  Jerry  Cox 

HAMILTON 

Thursday,  May  5th,  1994 

Wilkinson  Concrete,  Mr.  Jim  Wilkinson, 

Regional  Municipality  of  Hamilton  Wentworth,  Economic  Development  Department,  Mr.  Nick  Catalano 

Hamilton  Chamber  of  Commerce,  Mr.  John  Bushausen  &  Ms.  Cathy  Drewitt 

Canadian  Imperial  Bank  of  Commerce,  Mr.  S.  A.  Scime 

Scott,  Batenchuk  &  Company,  Mr.  Joseph  Schlett 

Bank  of  Montreal,  Mr.  Roger  Caldren 

The  4  Seasons  Studio,  Mr.  Adolph  Lucchi 

Seven  Star,  Mr.  Taric  Mirza 

F.B.D.B.,  Mr.  Tom  Gallant  &  Pat  Ghany 

Moldpro,  Ms.  Bev  Agnew 

Royal  Bank,  Mr.  Jim  Gordon  &  Ms.  Teresa  Habs 

The  Hamilton-Halton  Homebuilders  Assocation,  Mr.  Dan  Condon 

Golden  Threads  Imports,  Ms.  Michelle  Rizzato 

Gossip  Communications  Inc.,  Mr.  Mike  Osip 
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NIAGARA  FALLS 


Friday,  May  6th,  1994 


Niagara  Business  Investment  Fund,  Mr.  Steven  J.  Dalton 
Niagara  Falls  Chamber  of  Commerce,  Mr.  Glen  Gandy 

St.  Catharines  &  District  Chamber  of  Commerce,  Mr.  Barry  Katzman  &  Mr.  Noel  Buckley 

Bank  of  Novia  Scotia,  Mr.  Aziz  Haque,  Mr.  Dave  Wilton,  Mr.  Bill  Hughson 

New  Enterprise  Store,  Ms.  Terri  Champion 

Niagara  Falls  Chronicle,  Mr.  Robin  Moore 

Lightning  Circuits  Inc,  Mr.  Eric  Bridges 

Bank  of  Montreal,  Mr.  Reg  Moore 

Service  With  Style,  Ms.  Mary  Jo  O' Call 

Giajnorio  Property  Maintenance,  Mr.  Kim  Giajnorio 

Fidelity  Leather  and  Vinyl  Products  Ltd. ,  Mr.  Dennis  Milani  &  Mr.  Bruno  Milani 


MIDLAND 


Monday,  May  9th,  1994 


North  Simcoe  B.D.C.,  Ms.  Debra  Muenz  &  Orillia  Area  B.D.C.,  Mr.  John  Connor 

Midland  Chamber  of  Commerce,  Ms.  Carol  Baker 

Compu-Solve  Technologies,  Mr.  Joseph  Jurmain 

Toronto  Dominion  Bank,  Mr.  Stuart  McBoyle 

Penetang  Chamber  of  Commerce,  Ms.  Sue  Laubman 

Mr.  Frank  Fisher,  retired  Bank  Manager 

Wyebridge  Enterprise  Centre,  Mrs.  Mary  DiTomaso 

The  Old  Fort,  Ms.  Ruth  Foote 

Royal  Bank  of  Canada,  Mr.  John  Lemay 

Delawana  Inn  &  Convention  Centre,  Mr.  Peter  Grise 


METRO  TORONTO 


Wednesday,  May  18th,  1994 


Port  Colbume  Block,  Mr.  Andy  Ruiter 

Federal  Business  Development  Bank,  Mr.  Rick  Cornwall 

Dress-Up  Inc.,  Mr.  Bill  Williams 

Richard  Onley  Accounting,  Mr.  Richard  Onley 

Business  Centurions,  Mr.  Philip  Robson  &  Mr.  George  Fells 

Bank  of  Nova  Scotia,  Mr.  Doug  Monteith,  Mr.  Dennis  Armstrong,  Ms.  Mary  Jo  Field 
C.  W.  Associates,  Mr.  Bud  Fallen 
Democracy  Watch,  Mr.  Duff  Conacher 

Toronto  Dominion  Bank,  Mr.  Peter  Di  Simeo,  Ms.  Lori  Turriff,  Mr.  David  Evans 
Pickering  Battery,  Mr.  Patrick  Picco 

Toronto  Chinese  Business  Association,  Owner  of  the  Lucky  Star  Restaurant,  Mr.  Gordie  Tsang 
Hong  Kong  Bank  of  Canada,  Mr.  Bill  McLanly 
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HUNTSVILLE 


Thursday,  May  19th,  1994 


Huntsville/Lake  of  Bays  Chamber  of  Commerce,  Mr.  Peter  Bell,  G.M. 

Alquon  Ventures  Inc.,  Mr.  Sven  Miglin 

C.I.B.C.,  Mr.  Ken  Ray 

Sundown  Marina,  Mr.  William  Cairns 

Muskoka-East  Parry  Sound  B.D.C.,  Mr.  Don  Forsyth 

Paul 's  Outfitting,  Mr.  Paul  Morrision 

Groscki  &  Durocher  Chartered  Accountants,  Mr.  John  Groscki 

F.  B.  D.  B.,  Mr.  Allan  Beck 

Axiom  Audio,  Mr.  Ian  Colquhoun 

Brewster's  Wm  Tap  &  Grill,  Mr.  Paul  Morgan 

Royal  Bank  of  Canada,  Mr.  John  Lemay 


WINDSOR  Thursday,  May  26th,  1994 


University  of  Windsor,  Windsor  Small  Business  Committee,  Dr.  Alfie  Morgan 
National  Bank  of  Canada,  Mr.  Roger  Bramhall 

President  of  the  Downtown  Windsor  Business  Association,  Mr.  Kurt  Deeg 
C.I.B.C.,  Ms.  Debbie  Edgehill,  Mr.  Ron  Little 
Windsor  Region  Restaurants  Association,  Mr.  Thom  Racovtis 
Merlow  Formal  Rentals,  Mr.  Rick  Merlow 


COLUNGWOOD 


Friday,  May  27th,  1994 


Collingwood  Chamber  of  Commerce,  Ms.  Deborah  Doherty 
Pine  Meadows  Retirement  Community,  Mr.  Don  &  Mrs.  Janet  Vallery 
C.I.B.C.,  Mr.  Paul  Morocco  &  Mr.  Jeff  Hayes 
Orangeville  New  Enterprise  Store,  Mr.  Kevin  Oats 

Georgian  Triangle  Economic  Development  Corporation,  Ms.  Barbara  Weider 
North  American  Stable  Feeder's  Inc.,  Mr.  Bruce  Barthorpe 
Mount  Forest  Chamber  of  Comemrce /Mount  Foreset  Ford,  Mr.  John  Roberts 
Bank  of  Monreal,  Mr.  Barry  Wicks 

Owen  Sound,  Georgian  Triangle,  Orangeville  &  Orillia  Enterprisce  Centres,  Mr.  Fraser  Gagne  &  Ms.  Lori 
Kostange 

Saugeen  Development  Corporation,  Ms.  Lauri  Cunningham 
Leslie-Grant  Investments,  Mr.  Les  Holdway 
Human  Resource  Centres,  Mr.  Edward  MacNab 
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CARLETON  PLACE 


Thursday,  June  2nd,  1994 


F.  B.  D.  B.,  Mr.  Frank  Reiter 

Royal  Bank  of  Canada,  Mr.  Morton  Friss  &  Mr.  Milton  Tackaberry 
Carleton  Place  Dodge  Chrysler,  Mr.  Mike  Daw 
Hong  Kong  Bank  of  Canada,  Mr.  Gord  Huston 

Ottawa-Carleton  Economic  Development  Corporation,  Mr.  Don  Loguisto 

Ottawa- Carleton  Business  Self-Help /Entrepreneurship  Centre,  Mr.  Jim  Sourges  &  Mr.  Tom  Lowe 

C.I.B.C.,  Mr.  Larry  Waters 

Area  Chambers  of  Commerce,  Mr.  Demi  Thompson 

Peat  Marwick,  Thome,  Mr.  Brian  P.  Doyle 

Kanata  Klassic  Bowl,  Mr.  John  Rick,  Mr.  Alan  Whitten 

Student  Pro  Movers,  Mr.  Carlton  Grant 

Rideau  Heartland  Business  Development  Centre,  Mr.  W.R.  (Bill)  Jones 


SAULTSTE.  MARIE 


Friday,  June  3rd,  1994 


Sault  Ste.  Marie  Chamber  of  Commerce,  Mr.  Barry  Magill 

FedNor,  Dr.  Tom  Tucker 

Bank  of  Montreal,  Mr.  Dan  O'Connor 

Sault  Ste.  Marie  Business  Development  Centre,  Mr.  Brian  Irwin 

Sault  Ste.  Marie  Economic  Development  Corporation,  Mr.  Deane  Stinson 

Department  of  Human  Resources,  Adjustments  Program,  Mr.  Scott  Merrifield 

Bank  of  Nova  Scotia,  Mr.  Claude  Norfolk  &  Mr.  Jim  Moore 

Toronto  Dominion  Bank,  Mr.  Bob  Rintoul 

F.  B.  D.  B.,  Mr.  Kevin  Dane 


DRYDEN 


Friday,  June  10th 


Community  Futures  Organizations,  Mr.  Geoff  Gillon 

Business  Development  Centres,  Ms.  Patricia  Neilson,  Rainy  River  B.D.  C. 

Northern  Ontario  Tourist  Outfitters,  Mr.  Malcolm  Tygesson 

Economic  Development  Offices,  Mr.  Jim  Dayman 

Royal  Bank,  Mr.  Marvin  Detweiller 

Nishnawabe  Aski 

Canadian  Imperial  Bank  of  Commerce,  Mr.  Darryl  Bishop 
Northwestern  Ontario  Associated  Chamber  of  Commerce,  Mr.  David  Durance 
Independent  Logger's  Association,  Mr.  Floyd  Drager 
Mr.  Wayne  Swanson 
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WATERLOO 


Friday,  June  17,  1994 


Elmira  &  Woowich  Chamber  of  Commerce,  Ms.  Heidi  Greb,  Mr.  David  McClurkin 

Virtek  Vision  Corporation,  Mr.  Tom  King 

Bank  of  Montreal,  Mr.  Art  Dubbeldam 

Royal  Bank,  Mr.  Harry  Prenger,  Mr.  Frank  Burgess 

J.  P.  Haynes  &  Associates,  Mr.  J.  Paul  Haynes 

Bent’s  Camera  (Uptown  Waterloo  Business  Improvement  Association),  Mr.  Terry  Hollohan 

Canadian  Promotion  &  Distribution  Associates,  Mr.  John  Wilson 

Professional  Team  Solutions,  Mr.  Lon  Adair 

Uni-Apray  Nozzles,  Mr.  Alf  Gilmour 

Sadler  Hallman  &  Co. ,  Mr.  Ron  Sadler 

Roadware  Corporation,  Mr.  Don  Kobi 
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